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1 
INTRODUCTION 
 
The Federal Treasurer announced on 20 September 1992 that `charitable organisations' would be 
included in the forward work plan of the Industry Commission.1  In July 1993 draft terms of reference 
were circulated to State Premiers for their comments.2  The revised final terms of reference were 
released by the Assistant Treasurer on 16 December 1993.3  We have previously commented on the 
terms of reference in another working paper in this series.4
 
  
The Industry Commission released an Issues Paper in February 1994 which sought to 
 
 assist interested parties in contributing to the inquiry process.  It is not meant to limit or 
raise issues that can be raised in submissions or by the inquiry itself.5
 
 
The Commission identified eight issue areas6
 
 in the Issues Paper which are broadly 
 ·  The nature of charities 
 ·  Resourcing the sector 
 ·  Role and relationships with governments 
 ·  Measuring the performance of the charities sector 
 ·  Public accountability of the sector 
 ·  Peak bodies 
 ·  Industrial arrangements and agreements 
 ·  Overseas aid 
                                                     
1  Press Release No.142 of the Office of the Federal Treasurer, 20 September 1992 at p.3. 
2  M. McGregor-Lowndes & C. McDonald, 1994, A Note on the Terms of Reference of The Industry Commission into 
`Charitable Organisations', Program on Nonprofit Corporations Working Paper No.40, Queensland University of 
Technology, referred to hereinafter as `Note on the Terms of Reference'; the draft terms of reference are located in 
Appendix A of that paper. 
3  Press Release of the Assistant Treasurer, Statement by the Assistant Treasurer, The Hon. George Gear MP, Industry 
Commission Inquiry into Charitable Organisations, 16 December 1993. 
4  Note on the Terms of Reference, op. cit. 
5  Industry Commission, Charitable Organisations, Issues Paper, Industry Commission, Melbourne, February 1994 
(hereinafter refer to as `Issues Paper'), at p.2 and this is again repeated at p.5. 
6  One of the odd matters in the Issues Paper is that each of these sections is numbered, but there is no Number 5. 
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2 
Each area has a short explanation, followed by a number of questions which are posed to elicit 
submissions of relevance to the inquiry. 
 
This working paper provides a critique of various aspects of the Issues Paper prepared by the Industry 
Commission.  In the first place, it raises questions about the accuracy of the data presented in this 
initial paper prepared by the Commission in this Inquiry.  It then seeks to identify some of the 
underlying assumptions which the Issues Paper fails to make fully explicit in its description of the 
issues and questions posed.  In doing so, the paper illustrates the manner in which the Commission has 
made choices about the nature and scope of the Inquiry.  Furthermore, our paper seeks to demonstrate 
that the Issues Paper does not give any indication of the coherent intellectual or conceptual framework 
adopted by the Inquiry.  This impedes the presentation of focused submissions. 
 
COMMENTS ON ACCURACY 
 
The Industry Commission Inquiry promises to be the first well-resourced, broad-based national inquiry 
into parts of the Australian Third Sector.  It appears, for example, that it will have at its disposal about 
ten staff initially.7  The Inquiry was greeted by a distinctly nervous reaction in the press.8
 
  In addition, 
some Federal politicians displayed a critical stance towards the Commission, as evidenced by Senator 
Childs' comments when speaking to the last Commission report in Parliament:  
 I believe that the current inquiry into welfare and charities will probably be the final test 
for the Commission.9
 
 
The Issues Paper falls short of the high standards of the Commission's Annual Report.10
 
  Material is 
misleading, for example, and inaccurately and inappropriately referenced to its source.  Comments of 
this nature are serious because, if true, the credibility of the Issues Paper and perhaps that of the 
Commission as a reputable and reliable public commentator is threatened.   Consequently, the first part 
of the paper will provide substantiation of the claims made. 
There is, for example, a misuse of a recent study by Community Services Victoria (CSV), Welfare as 
an Industry, A Study of Community Services in Victoria,11
                                                     
7  The Hon. George Gear, Assistant Treasurer, in answer to a parliamentary question by Mr Jull in the House of 
Representatives on 27 October 1993, Parliamentary Question No.550. 
 throughout the Issues Paper.  The Paper 
8  For example, J. Black, Charities to be asked to `help government with inquiries', The Brisbane Times, 30 October 1993, 
at p.21, and H.J. Herbert, Charities must carry another cross, The Sydney Morning Herald, 24 February 1994, at p.13; D. 
De Carvalho, `Some costs never add up', Eureka Street, Vol.4, No.2, 1994, at pp.25-27. 
9  Current Senate Hansard, 7 December 1993, at p.4022; Senator Woodley, Current Senate Hansard, 16 March 1994, 
pp.17228. 
10  The 1992-93 Annual Report of the Commission reported `Feedback on the Commission Reports' (Appendix V).  It was 
twice noted that the Annual Report was valued as a source of reference material; Australia, Industry Commission Annual 
Report 1992-93, A.G.P.S., Canberra, 1993 at pp.564-565. 
11  Community Services Victoria, Welfare as an Industry, A Study of Community Services in Victoria, August, Victorian 
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refers to the study as if it involved the entire Victorian nonprofit welfare sector.12
 
  For example, 
 A detailed Victorian Government survey of charitable organisations in that State 
estimates ...13
 
 
and 
 
 Community Services Victoria (CSV 1992) estimated the number of volunteer workers in 
Non-government organisations in Victoria alone was ...14
 
 
However, this is misleading as the Victorian study only examined in detail 
 
 those non-government organisations which received CSV funding ...15
 
 
The CSV survey refers to data from 2,200 organisations, excluding those entities that were not funded 
directly by CSV.16  To put this in perspective, there are approximately 8,400 Victorian organisations 
that were classified under Section 78 of the Income Tax Assessment Act as being public benevolent 
institutions,17 2,046 companies limited by guarantee18 and approximately 19,084 incorporated 
associations.19  Not all the those entities would fall within the terms of the Inquiry's reference, but it 
indicates the extent of other nonprofit bodies.  Consequently, there is evidence of far more community 
service organisations and the CSV sample cannot be regarded as a survey of charitable organisations in 
Victoria.  It is misleading to represent it as such.  The CSV study did, however, make a `guesstimate' 
of the total spending on community services in Victoria, and we will comment on this shortly.20
                                                                                                                                                 
Government Printer, Melbourne, 1992, hereinafter referred to as `CSV'. 
  The 
dangers in using the CSV material out of its context and without noting its limitations have been 
12  Issues Paper at p.6 & p.10. 
13  Ibid., at p.6.  This may be accurate for part of the sentence which deals with aggregate expenditure, but it is not for 
number of volunteers.  We acknowledge the assistance of the Industry Commission for this point. 
14  Ibid., at p.10. 
15  CSV at p.16. 
16  CSV at p.16. 
17  These figures are taken from a list of organisations represented by the Victorian Regional Office of the Australian Tax 
Office as being public benevolent institutions registered under Section 78 of the Income Tax Assessment Act to 30 June 
1992.  This information was obtained under Freedom of Information by the authors. 
18  As at 30 June 1989 there were approximately 2,046 companies limited by guarantee, Australia, National Companies and 
Securities Commission, National Companies and Securities Commission Annual Report, 1989, AGPS, Canberra, 1989, at 
p.21.  Note that this figure includes companies limited by guarantee and shares as well. 
19  M. McGregor-Lowndes, Regulatory Compliance of Two Forms of Nonprofit Enterprise, unpublished Master's 
Dissertation, Griffith University, Brisbane, 1989, Table 35 at p.119. 
20  Refer to text accompanying footnote 25ff. 
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specifically raised by Professor Lyons and a South Australian study report.21
 
 
The second point is that there are no page references to the quantitative data referred to in the Issues 
Paper.  The CSV study findings referred to on pages 6 and 10 of the Issues Paper, for example, are not 
referenced to any particular page of the CSV report.  Given the size of that report, this makes the task 
of finding the exact reference and understanding its context very difficult.  Further, some references 
are not included in the reference list at the end of the paper, for example `Hardwick and Graycar 
(1982)'22 and `South Australian Community Services Sector Review 1991'23.  Failure to include 
references makes the task of finding and verifying such sources extremely difficult unless one was 
familiar with all published material about the third sector in Australia.24
 
  We would argue that such 
familiarity is unlikely within Universities, but is even more unlikely in the broader community, 
constraining the capacity of those who wish to respond to the Commission or engage in debate with it. 
Furthermore, it is very important to place references in context, as illustrated by the following 
examples.  At page 6 of the Issues Paper the following statement is made without a specific page 
reference: 
 
 A detailed Victorian Government Survey of charitable organisations in that State 
estimates their workforce at the equivalent of 26 000 full time workers and their aggregate 
expenditure at $600 million in 1990/91 (Community Services Victoria).25
 
 
Table 1.4 of the CSV study notes that the income of the CSV funded organisations was $571.8 
million.26  This may not be the same as organisational expenditure, which the CSV study notes 
everywhere as $542,698,202.27  Of interest, however, is the fact that the CSV study does not 
specifically mention the figure $600 million quoted in the Issues Paper.28
                                                     
21  M. Lyons, `Defining Community Services', Impact, December 1992, pp.12-13; P.  Alexander, The Report of the South 
Australian Community Services Review, n.p., 30 September 1991, at pp.38-39. 
  The figure of $600 million 
was arrived at by the Industry Commission by adding in Table 1.2 of the CSV study, $579 million 
expenditure of CSV-funded organisations and an estimated $16.9 million from non-CSV funded 
22  Issues Paper at p.10. 
23  Issues Paper at p.15. 
24  Presumably the full references are J. Hardwick and A. Graycar, Volunteers in Non-government Welfare Organisations in 
Australia: A Working Paper, SWRC Reports and Proceedings No.25, Sydney, Social Welfare Research Centre, UNSW, 
1982, and a series of five volumes published under the title, South Australian Community Services Sector Review, Adelaide, 
n.p., 30 September 1991. 
25  Issues Paper, p.6. 
26  CSV, p.18, Table 1.4. 
27  CSV at p.28, Table 2.1. 
28  Issues Paper at p.6. 
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organisations.29  However, we argue that this figure is substantially underestimated as the non-CSV 
funded organisations estimate does not include funds from other state government departments or self-
generated funds.30  Furthermore, the Issues Paper claims that the CSV data refers to 1990/9131, when 
in fact that data was collected for the financial year 1989/90.32
 
 
The second figure mentioned in this section of the Issues Paper is that of an estimate of `26,000 full-
time workers' in charitable organisations.  Table 3.1 of the CSV study indicates that of their limited 
sample (limits not acknowledged in the Issues Paper), there were 22,000 paid staff in the survey 
organisations, and volunteers equivalent to 14,000 full-time workers.33  This makes 36,000 equivalent 
full time workers, not 26,000 as stated in the Commission's Issues Paper.34  However, Table 4 in the 
introduction of the CSV study written by Dr John Paterson, the Director General of CSV, states that 
non-government organisations employed 12,000 paid staff.35  This Issues Paper figure is thus 
justifiable at 26,000 for organisations which are CSV funded.  There is an internal contradiction in the 
CSV study, but we suggest that the figures in the body of the report36 and its statistical appendices37
 
 
should be favoured in such a situation, or at least qualified. 
The CSV study goes on to note that a narrower definition of volunteer is preferable, bringing the 
volunteer contribution down to the equivalent of 8,000 full time workers38.  This would result in an 
estimate of 22,000 full-time workers, not 26,000 as stated in the Commission's Issue Paper.  In this 
section, the Issues Paper also refers to data presented by Hardwick and Graycar (1982)39.  While 
accurately reported, the Paper makes no mention of the caveats issued by the authors in respect of the 
data40
                                                     
29  CSV, p.13, Table 1.2.  We are indebted to the assistance of the Industry Commission for pointing out how they arrived at 
the figure of $600 million. 
. 
30  CSV, p.13 Table 1.2.  Refer to notes of the Table. 
31  Issues Paper, p.6. 
32  CSV, p.12. 
33  CSV, Table 3.1 at p.63. 
34  Issue Paper, p.6. 
35  CSV, p.xviii, Table 4.  We acknowledge the assistance of the Industry Commission in identifying this source of their 
reference. 
36  CSV, Table 3.1 at p.63. 
37  CSV, pp.206-211. 
38  CSV at p.63 and also note at another point the CSV study claimed that it believed that it had good reason to believe that 
the number of volunteer recorded by it was very conservative, CSV at p.77. 
39  J. Hardwick and A. Graycar, Volunteers in Non-government Welfare Organisations in Australia: A Working Paper, 
SWRC Reports and Proceedings, No.25, Sydney, Social Welfare Research Centre, UNSW 1982. 
40  Hardwick and Graycar, 1982, p.12. 
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In another example, the Issues Paper claims: 
 
 In 1990, government funding for the nonprofit sector accounted for something like $4.3 
billion (Lyons, 1993).41
 
 
Again, this statement cannot be referenced to the citation given.  Frustratingly, there is no page 
reference given to enable easy location of the source.  The figure `$4.3 billion' is not mentioned 
anywhere in the referenced paper.42  The only relevant figures used by Lyons in this paper appear in 
Table 7 describing revenue received by organisations in the Community Services Industry.43  The 
Table notes that $1,255 million is received in government grants by the community services 
industry.44  Lyons `guesstimates' that the whole of the expenditure in the community services industry 
in 1989/90 was between $5 and $7 billion.45
 
 
The Issues Paper claim of $4.3 billion government grants for the nonprofit sector is either wrong, or 
not taken from this paper.46  The Commission has informed the authors that the reference was to 
another working paper by Professor Lyons.47  Further note should be taken of the words (correctly 
used) of the Issues Paper when it refers to `non-profit sector' rather than `charity'.  The quoted Lyons 
paper figure is dealing with not only charity/community service organisations, but also other parts of 
the nonprofit sector such as health, education, sport, recreation and entertainment.48
 
  This is a much 
broader group of organisations than those that could be included in the Commission's terms of 
reference. 
The other matter which puzzled us is that the Lyons working paper formed the basis for a refined 
chapter in a book published in 1993,49
                                                     
41  Issues Paper, p.7. 
 which would have been a better reference in terms of academic 
quality and accessibility for respondents to the Inquiry.  Much more accessible and appropriate 
42  M. Lyons, The Structure and Dimensions of Australia's Community Service Industry, CACOM Working Paper No.16, 
UTS, Sydney, September 1993. 
43  Ibid., p.12. 
44  Id. 
45  Ibid., p.18. 
46  This appears to be the case as the Commission referred the authors to M. Lyons, Australia's nonprofit sector, Working 
paper No.13, CACOM, UTS, Sydney, 1993, at p.18.  We are indebted to Professor Lyons and the Industry Commission for 
alerting the authors to the proper source. 
47  Id. 
48  Id. 
49  M. Lyons, `The structure and dimensions of the community services industry' in Beyond Swings and Roundabouts. 
Shaping the Future of Community Services in Australia, eds J. Inglis and L. Rogan, Pluto Press and ACOSS, Sydney, 1993, 
pp.27-49. 
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statistics are to be found in recent publications and these ought to have been used by the Commission 
instead.50
 
 
In addition, the Paper refers to a particular Australian Bureau of Statistics publication51 which we had 
difficulty tracing.  We found one with a similar title52 but could find no reference to the figures cited 
by the Commission in that publication.  In fact, the data referred to in that ABS publication was of 
unpaid household, volunteer and community work in the Sydney Statistical Division.  Such data cited 
by the Commission could have been referenced to the Report of the National Community Services 
Industry Training Steering Group on a Training Advisory Structure for the Community and Health 
Industries or Beyond Swings and Roundabouts:  Shaping the Future of Community Services in 
Australia.53  Again this data is very heavily qualified.54
 
 
As a consequence of such errors, omissions and misinterpretations of the original data, we conclude 
that it will be imperative to closely scrutinise future reports and especially their sources.  We are also 
of the view that the Commission with its significant resources and core mission to produce quality 
reports, should be able to do a lot better in the accuracy of its presentations.  One might overlook poor 
editing (point five in the Issues Paper is nowhere to be found)55 if the other inaccuracies highlighted 
above were not misleading.  As forecast by ourselves in an earlier paper,56
                                                     
50  M. Lyons, `The structure and dimensions of the community services industry' in Beyond Swings and Roundabouts.  
Shaping the Future of Community Services in Australia, eds. J. Inglis and L. Rogan, Pluto Press and ACOSS, Sydney, 
1993, pp.27-49, and Australian Institute of Health and Welfare, Australia's Welfare 1993: Services and Assistance, 
Canberra, AGPS, 1993. 
 the time given by the 
Government to the Commission to report is inadequate and may have serious consequences, such as 
rushed, unchecked work.  The example provided by the Issues Paper  does not inspire confidence in 
the quality and usefulness of later reports of the Inquiry.  Given that the Industry Commission has, 
over the past few years, acted as a core body in providing the intellectual framework for micro-
economic reform, problems such as those noted in this paper take on a new significance. 
51  On page 6, the Issues Paper cites ABS (1990), Measuring Unpaid Work, ABS, Sydney. 
52  ABS, Measuring Unpaid Household Work: Issues and Experimental Estimates, Cat. No.5236.0, ABS Canberra, 1990. 
53  National Community Services Industry Training Steering Group, Report of the National Community Services Industry 
Training Steering Group on a Training Advisory Structure for the Community Services and Health Industries, Sydney, 
1991, at Chapter 3, pp. 12-16 and Beyond Swings and Roundabouts, op. cit. at p. 23.  We acknowledge the assistance of 
ACOSS and Professor Lyons for these references. 
54  Report of the National Community Services Training Industry Steering Group, op. cit. at p.6; noting that data is aged 
(1986 Census), more current ABS data is statistically unreliable and ABS classifications are poorly defined. 
55  Point 4 appears on page 13 of the Issues Paper and Point 6 on page 15 with no point 5 in between; another example is the 
Queensland Audit Office citation at p.19 of the Issues Paper. 
56  Note on the Terms of Reference, at p.16, ff. 
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A subsidiary conclusion is the lack of rigorous and compatible data about the Australian Third Sector. 
 This issue runs deeper than just collecting and classifying statistics.  Data collection and analysis is 
systemically impeded by a lack of appropriate common accounting and auditing standards upon which 
to base statistics of the sector.  Developments in this arena must be accompanied by a national 
classificatory scheme for the whole sector. 
 
COMMENTS ON TEXT 
 
Issue 1 - The Nature of Charities 
 
This issue is divided into a number of sub-issues of  
 
 ·  the place of charitable organisations in society 
 ·  definition of charity 
 ·  size of the sector 
 ·  nature of services 
 ·  availability of information on services which charities provide. 
 
This issue alone could generate enough material, both rhetoric and considered reflection, to occupy the 
Commission for a fifteen-month period.  It has occupied substantial portions of  overseas inquiries' 
time and resources and it still a matter of vigorous debate among international third sector scholars.57
 
  
Clearly, one of the most important questions that ought to be tackled is the place of charitable 
organisations in Australian society.  There are two issues: what place do they currently have, and what 
place would we like them to have in the future? Once the normative question of choice about the 
desirable nature of our society is resolved, it may serve as a guide to policy formation.  If the 
Commission does nothing more than encourage substantial and inclusive debate among various widely 
defined stakeholders, it may be a worthwhile, if not extravagant exercise.  Certainly, such a debate is 
long overdue, particularly on a national level. 
                                                     
57  See for example H. Hansmann, `The Role of Nonprofit Enterprise', The Yale Law Journal, Vol.89, 1980, pp.835-899; R. 
Lohmann, The Commons: New Perspectives on Nonprofit Organizations and Voluntary Action, Jossey Bass, San Francisco, 
1992; J. Van Til, Mapping the Third Sector: Voluntarism in a Changing Economy, The Foundation Centre, New York, 
1988. 
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It involves issues of the role of the state, voluntary action, citizen participation, the market and the 
informal sector which strikes at the broader social direction of Australian society.   Most importantly, a 
serious debate has the potential for Australians to think about the complex linkages between the 
various sectors of our society; between the state, market, the nonprofit sector and the family or 
informal sector.  Too often in contemporary policy debates, we focus on the linkages between two 
sectors only, such as between the state and the nonprofit sector58, or between the state and the informal 
sector.59
 
  Given the ubiquity of the nonprofit sector and its complex linkages with the other sectors, the 
current inquiry should provide an excellent opportunity for broadening out our analysis of the 
pervasive impact of developments in public policy.  The type of conceptual framework adopted by the 
Commission will be crucial to the development of this issue. 
The complexities inherent in conceptualising the role of the nonprofit sector are clearly reflected in the 
difficulties that the drafters of the terms of reference had in determining what sort of body was to be 
the subject of the inquiry.60
 
  Given the style and seeming intent of the inquiry, it may well have been 
more appropriate to articulate the various activities carried out in Australian society, whether located 
in the nonprofit, state, market or informal sectors.  Such a starting point leaves open to debate the 
determination of different activities.  Instead, the Issues Paper has been distracted by complexities of 
definition of the nonprofit sector, a slippery problem which defies simple analysis.  Alternatively, one 
matter that can probably be ascertained with a degree of certainty is what activities each sector and, in 
this case, organisations in the nonprofit sector engage. 
Indeed, the Issues Paper hints that such a process is not that difficult when it states that `there is 
general community understanding of what constitutes a charity'.61
                                                     
58  For example, Beyond the Fog. The Effects of Public Policy on NSW Community Services and How to Help Shape Future 
Policy, NSWCOSS, Sydney, 1992. 
  We would argue, rather, that there 
are general community understandings (note plural), varying markedly in perspective, reflecting the 
complexity and diversity of Australian society.  We sincerely hope that the Commission, in its search 
for a `generally accepted definition', responds to this diversity.  We hold some fears, however, that the 
definitional process will 
59  For example, P. d'Abbs, Who Helps? Support Networks and Social Policy in Australia, AIFS, Monograph No.12, 
Melbourne, 1991. 
60  Note on the Terms of Reference, at p.2, ff. 
61  Issues Paper, p.5. 
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be driven by the functional requirements of `government funding, taxation and regulatory purposes'.62
  
 
The same issue may be raised in respect of the Commission's desire to gather information on the size 
of the sector.  A fundamental question we ask is what one requires the size-related information for.  
Or, whose perspective among the many around drives the question? Is it to monitor the cost of tax 
exemptions and subsidies?  To formulate government policy about welfare service delivery?  To 
provide academics with copy to publish in journals?  Or to industrialise and unionise a workforce?  All 
of the perspectives are, of course, legitimate, as are many other perspectives which may not necessarily 
be reflected in public debate (such as those of Aboriginal and Torres Straight Islanders or people from 
non-English speaking backgrounds who may be using the nonprofit organisational form to pursue 
issues of cultural identity).  What should be made quite clear is that the indicators chosen will illustrate 
desired purposes and, hopefully, will reflect diversity.  
 
Issue 2 - Resourcing the Sector 
 
This issue is divided into a number of sub-issues of 
 
 ·  government funding 
 ·  fundraising 
 ·  professional fundraisers 
 ·  business ventures 
 ·  tax treatment for donations 
 ·  charging clients for services 
 ·  trusts 
 ·  volunteer workers 
 
We have little doubt that this is one section which will generate substantial submissions and lively 
debate, particularly in relation to the impact of government grants and grant processes on nonprofit 
organisations, also the subject of the following section.  We would urge the Commission and those 
organisations and individuals submitting to the Inquiry to heed the experiences of the United Kingdom 
and United States nonprofit sectors in respect of the impact of purchase of service grant 
arrangements,63 nonprofit/for-profit niche overlap,64 and commercial venturing by nonprofit 
organisations.65
                                                     
62  Ibid., p.5. 
 
63  See for example M. Knapp and J. Kendall, `Policy Issues for the UK Voluntary Sector in the 1990s', Annals of Public 
and Co-operative Economics, Vol.6, 1991, pp.711-731; M. Lipsky and S.R. Smith, `Nonprofit Organizations, Government 
and the Welfare State', Political Science Quarterly, Vol.104, 1990, pp.625-648; S.R. Smith and M. Lipsky `Nonprofits for 
Hire:  Welfare State in the Age of Contracting, Harvard University Press, Harvard, 1993. 
64  L. Salamon, `The Marketization of Welfare: Changing Nonprofit and For-Profit Roles in the American Welfare State', 
Social Service Review, March 1993, pp.16-39. 
65  C. Adams and F. Perlmutter, `Commercial Venturing and the Transformation of America's Voluntary Social Welfare 
Agencies', Nonprofit and Voluntary Sector Quarterly, Vol.20, 1991, pp.25-38. 
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We note several omissions in the issues nominated by the Commission in the Issues Paper.  One area 
which has not been addressed in this issue is the tax exemption of nonprofit organisations (as opposed 
to tax deductibility) which can be seen as a form of government subsidy quantified by the revenue 
forgone.  If taxation was imposed this would diminish overall funds available to nonprofit 
organisations, such as funds raised from commercial ventures.  In addition, the substantial cost of 
complying with taxation accounting and reporting would decrease overall levels of funds available for 
service delivery operations.  
 
We also note that training for nonprofit human resources is discussed in the section about industrial 
arrangements and agreements.  While training is currently and appropriately conceptualised as 
intimately linked with industrial practices and award negotiations in Australian industry, we would 
argue that confining it there limits appreciation of the impact of training (or rather lack of it) on the 
sector.  Consequently it is also appropriate to discuss resourcing the sector in terms of the internal and 
external training available for permanent staff of nonprofit organisations (i.e., pre-vocational and in-
service).  Australia, for example, has a singularly underdeveloped nonprofit management training 
sector in tertiary institutions.  A related but equally important issue often overlooked is the training 
available to professional service providers used by nonprofit organisations such as solicitors, 
accountants and auditors, management consultants, fundraising consultants and others.  
 
Issue 3 - Role and Relationships with Governments 
 
This issue is divided into the sub-issues of 
 
 ·  the priorities of government 
 ·  funding 
 ·  regulation 
 ·  taxation of charities 
 
Our response to the previous section argued that heed should be taken of overseas experience in 
respect of the impact of purchase of service funding arrangements.   
 
One of the questions posed by the Commission raises the issue of the `best' arena for service delivery.  
In this case, we recommend that the issue/s be cast in terms of the overall objectives or desired 
consumer outcomes of service types or programs.  That is, rather than asking where should youth or 
aged accommodation services be located, we should ask about the appropriate location for personal 
care arrangements.   Similar questions should be raised about the `best' location for services or 
programs whose primary objective is income support or social control.  Very often, questions such as 
these are couched and answered in terms of organisational operational advantages held to accrue in a 
particular sector (e.g., efficiency advantages) as opposed to being couched and answered in terms of 
program or service objective in respect of consumer outcomes. 
 
Taking a different tack, the location of taxation of charities under this issue appears a little strange, 
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given the nature of the other questions posed.  These tax-related questions have a funding theme which 
would seem to be more appropriately dealt with under Issue 2, resourcing the sector.  
 
Furthermore, it may be more appropriate to link issues about the regulatory role played by taxation 
authorities in with the section on general accountability of charities (i.e., Issue 6, `Public 
Accountability of the Sector').  In the United States, for example, the Internal Revenue Service is 
acknowledged as the major regulatory agency of charities66.   In the United Kingdom, the Inland 
Revenue plays a more subsidiary role.67
 
  Given the relative sophistication of the regulatory role of the 
US Internal Revenue Service compared with the complexities and inconsistencies of the Australian 
context, we believe that the Inquiry provides an opportunity to examine the potential role of the 
Australian taxation authorities as primary regulators. The possibility of the Australian Securities 
Commission as a Federal nonprofit regulator should also be considered. 
                                                     
66  United States of America, Report of the Commission on Private Philanthropy and Public Needs, Giving in America: 
Toward a Stronger Voluntary Sector, Commission on Private Philanthropy and Public Needs, Washington, 1975, Research 
Papers at p.2577. 
67  The Charity Commission has the lead regulatory responsibility for charities, A. Ware, Between Profit and State, 
Intermediate Organizations in Britain and the United States, Polity Press, Cambridge, 1989 at p.36. 
Issue 4 - Measuring the Performance of the Charities Sector 
 
This issue is divided into the sub-issues of 
 
 ·  strategic management 
 ·  measuring performance and benchmarking 
 ·  incentive structures for the sector 
 ·  availability of services 
 ·  standards of service and certification 
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The thrust inherent in the introduction to and questions identified in this issue may be interpreted as an 
attempt to articulate the nonprofit and charitable sector within the dominant framework of industry or 
the market.  While significant parts of the nonprofit sector are suspicious of the `managerialist' 
framework underlying the issue,68 there is some evidence internationally that adoption of aspects of 
`managerialist' management practices has proved beneficial to the survival chances of nonprofit 
organisations in illiberal environments.69
 
  
The Program on Nonprofit Corporations has previously published a Working Paper on difficulties 
with the construct of effectiveness in the nonprofit sector70
 
.  The overall thrust of that paper was that 
the ambiguous and normative nature of goals developed and technologies adopted in the nonprofit 
human services sector renders it a difficult and perhaps inappropriate arena in which to apply a 
rationalist and/or positivist empirical framework.  Despite this, the Issues Paper is clearly signalling 
that it intends to do so.  The 1992/93 Annual Report of the Commission also clearly signalled its 
interest in benchmarking in its report on `Provision of Social Services', noting 
 The agreement reached at the 1993 Premiers' Conference for a review of Commonwealth 
and State services provision is a positive step toward more efficient service delivery.  It 
will allow benchmarking comparisons of performance and an assessment of various 
methods of service provision.  Benchmarking is a valuable tool.  It is a first step that can 
help to identify levels of performance in one system - say in management and work 
practices - that if adopted widely can reduce costs.71
 
 
Rather than repeat what we have argued elsewhere, we urge those submitting to the Inquiry address the 
issue of whether `benchmarking' and performance measurement, as understood by the Industry 
Commission, is possible in the nonprofit sector.  In addition, we recommend that those interested in 
the Inquiry's recommendations make a careful analysis of the assumptions supporting any forthcoming 
`benchmarks' or `performance measures'.   
 
Issue 4 also raises the applicability of `incentive structures'.  The Commission's last annual report 
stated that 
 
 Governments need to explore ways to provide financial incentives to increase efficiency of 
                                                     
68  See for example Beyond the Fog. The Effects of Public Policy on NSW Community Services and How to Help Shape 
Future Policy, NCOSS, Sydney, 1991. 
69  Janet Wolch's book, The Shadow State: Government and the Voluntary Sector in Transition (The Foundation Centre, 
New York, 1990), includes a chapter on the reaction of the UK voluntary sector to state-sponsored planning requirements, 
concluding that those who were able to engage in strategic planning stood a better chance of survival (Chapter 7, pp.189-
207). 
70  C. McDonald, The Meaning Of Effectiveness, Working Paper No.32, Program on Nonprofit Corporations, QUT, 
Brisbane 1993. 
71  Australia, Industry Commission Annual Report 1992/93, AGPS, Canberra, 1993, at p.15. 
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service provision.  In this way quality can be maintained or improved with fewer calls on 
limited funding and resources.72
 
 
We note with interest the final question posed, `Do government funding arrangements reduce 
incentives to innovate?'73  The potentially constraining impact of government funds on organisational 
operations is regularly nominated as an issue for nonprofit organisations.74
 
  Generally, such constraints 
are regarded as an inevitable outcome of grants, particularly tied grants, or the more recent version of 
contracts and purchase of service arrangements.  We believe that broad answers to such a question 
must be made in the context of Issue 1, the nature of charities.  If the Commission's final answer to that 
question develops a primary role for the nonprofit sector as an arena for publicly funded and publically 
legitimated  service delivery, then issues of constraint recede in importance.  If, however, other roles 
for the sector are recognised, roles which do not take the state as the primary point of reference,  the 
issue of the constraining impact of public funds takes on a new seriousness. 
Furthermore, in the absence of any statement by the Commission of the normative orientation of the 
Issues Paper, we were struck by the use of language, in particular the use of `incentive structures', a 
phrase not often employed in the nonprofit sector.  We pose the question of whether there is any 
underlying similarity in normative positions between the concept of `incentive structures' as employed 
in the Issues Paper and that which might be concerned with possible disincentive effects of income 
security payments on individual job-seeking behaviour. 
 
Issue 5 
 
There is no Issue 5 in the Issues Paper for some inexplicable reason. 
 
Issue 6 - Public Accountability of the Sector 
 
This issue overlaps with a previous sub-issue in Issue 3, `Role and relationships with government'.  In 
that context the theme was compliance with external regulatory requirements and in this issue the 
attention turns to public accountability.  The Commission would do well to analyse these issues, using 
an alternative basis which provides a more powerful public policy analysis.  This involves dissecting 
the different types of regulation of a nonprofit body. 
 
One type of regulation is characterised as those requirements that apply to specific activities in general 
social life.  These regulations in general ought to apply to all in the community who undertake such 
ventures.  For example, if an organisation is conducting a food outlet, the hygiene regulations ought to 
                                                     
72  Industry Commission, 1993, op.cit. at pp.15-16. 
73  Issues Paper, p.14. 
74  See, for example, B. Gidron, R. Kramer and L.M. Salamon, Government and the Third Sector. Emerging Relationships 
in Welfare States, Jossey Bass, San Francisco, 1992, p.28. 
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apply consistently to a commercial operator, a nonprofit food bank or a government department.  In 
most cases the nature of the organisation, on good policy grounds, ought not make any difference.  
There are numerous examples of regulation which specifically exempt nonprofit organisations from 
compliance with matters in relation to the conduct of specific activities.75  These ought to be assessed 
for their rational policy bona fides.  The inquiry might also consider a diversion into similar 
exemptions enjoyed by government service providers, building on other recent work of the 
Commission.76
 
 
Regulation specific to nonprofit bodies such as their legal organisational structure is another 
classification of regulation.  This legislation among other things provides for internal and external 
regulation of the fidelity of the organisation.  External regulation is mentioned in the Issues Paper as 
departmental scrutiny of financial reports, registration of status and dealing with public complaints.  It 
would also include access by the general public to financial accounts of organisations and the judicial 
system to redress wrongs.   
 
There is also internal regulation of the organisation facilitated by its legal organisational structure, such 
as the rights exercised by members of the association and its management and internal audit functions. 
 This does not appear to have been raised in the Issues Paper.  Internal regulatory controls could be 
more efficient and effective for clients, the organisation and government than external regulation.  For 
example, if the nonprofit organisation is facilitated and structured to scrutinise its own activities, this 
may be a less costly and invasive procedure, more timely and effective in any terms than a delayed and 
remote bureaucratic assessment of financial accounts.  Such internal regulatory controls, however, 
need to be made more sensitive to the attributes and cultures of nonprofit organisations rather than 
clones of commercial organisation internal regulation.77
 
 
Another issue which the Issues Paper does identify is what should nonprofit organisations be 
accountable to the public for.  Is their proposed public accountability substantively different from their 
accountability to their members, clients, funders (state or private), or other contractors? Could 
enhanced accountability to the state serve these other stakeholders better or could enhanced 
accountability to stakeholders serve the state better?  Many nonprofit organisations are multi-
constituent organisations, often with competing constituents. 
 
The Issues Paper has chosen to reference its concerns about the accountability of charities to 
government audit reports of State Government Departments.  Due to the non-specific references in the 
Issues Paper, it is not clear `what substantial non-compliance with the lodgement of annual returns 
with regulatory bodies and a lack of enforcement'78
                                                     
75  For example, regulation of Retirement Villages in some Australian states, Sex Discrimination Acts and Transport Acts. 
 exactly refers to.  In the Queensland Audit Report 
76  For example, Industry Commission, Industry Commission Annual Report 1991/1992, Canberra, AGPS, 1992 at Section 
E, and Industry Commission, Industry Commission Annual Report 1992/1993, Canberra, AGPS, 1993 at pp.191-194. 
77  It should be kept in mind that commercial organisation internal regulation is not without its own problems. 
78  Issues Paper at p.15. 
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quoted79, the Department of Consumer Affairs and Corrective Services (which has responsibility for 
many nonprofit returns) did not receive any comment.  The Department of Family Services and 
Aboriginal and Islander Affairs did receive comment.80
 
 
The audit report noted that 28 per cent of a survey of a sample of eighty-two organisations that 
received funding from the Department failed to satisfy financial accountability requirements and that 
follow-up procedures within the Department had not been effectively performed.81
 
  The financial 
statements are required quarterly and explanations of the default rate make interesting reading.  That 
Department's Director General responded to the audit report by stating, in part, that: 
 This is not simply a procedural matter but relates to real difficulties that small community 
organisations face in meeting Government accountability requirements.82
 
 
The Auditor-General responded: 
 
 ...I consider that a grant reflects Parliament's agreement to surrender some degree of 
control over the spending of money which it has granted.83
 
  
The other study cited without a full reference to support an indication of a `substantial non-compliance 
in the lodgement of annual returns with regulatory bodies and a lack of enforcement'84 is South 
Australian Community Services Review 1991.85  We could find no empirical indications in any of the 
five volumes of that report which could support non-lodgement of annual returns or a lack of 
enforcement.  The closest material was a discussion on financial accountability which dwells only on 
regulatory inappropriateness rather than compliance issues.86
 
  We do recommend the South Australia 
report as a useful contribution to community service planning. 
Issue 7 - Peak Bodies 
 
This issue was added to the terms of reference after the initial September draft.  Many of these bodies 
are not technically regarded as charities.  There has been a previous Parliamentary report on such 
                                                     
79  First Report of the Auditor-General on Audits Performed for the Financial Year Ended 30 June 1993, Queensland Audit 
Office, Brisbane, November 1993. 
80  Ibid., pp.49-50. 
81  Ibid., p.50. 
82  Ibid., p.51. 
83  Ibid., p.52. 
84  Issues Paper, p.15. 
85  Op. cit. 
86  P. Alexander, The Report of the South Australian Community Services Review, n.p., 30 September 1991, at pp.173-179. 
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bodies which canvasses some issues.87
 
  As the various peak organisations around the country are likely 
to make substantial and considered submissions, it is neither necessary nor appropriate for us to 
comment. 
Issue 8 - Industrial arrangements and agreements 
 
This issue is divided into sub-issues of 
 
 ·  training 
 ·  award coverage and enterprise bargaining 
 ·  research 
 
We have already commented on training in our response to Issue 2.  Our overall position is that both 
pre-service and in-service training for employees, managers (both paid and unpaid), and associated 
service professions is seriously underdeveloped in Australia.  That training which does occur is largely 
program based and of a fairly basic nature, resulting in inconsistencies and omissions. 
 
On the matter of `research', it is difficult to justify why it has been included under this issue of 
industrial arrangements and agreements.  Co-location seems to imply that the Commission regards 
industrial arrangements as the only legitimate object of nonprofit research.  We would argue that it 
justifies a separate issue all together, one which should attempt to elicit a research agenda from the 
diverse participants in the nonprofit sector.  Furthermore, it is difficult to link this sub-issue back to 
any discrete term of reference given to the Commission. 
 
Issue 9 - Overseas Aid 
 
Overseas Aid agencies or as they call themselves `NGOs'88 often form their own close-knit community 
with few links to the nonprofit welfare sector.  Consequently, they seem a little out of place in this 
Inquiry.  Their placement at the end of the Issues Paper seems to imply that the Commission is also of 
this view.  It may be a response to concerns about the taxation status of such organisations raised by 
the Federal Parliament's Standing Committee on Finance and Public Administration.89  For other 
readers, a recent publication sponsored by a peak overseas aid association provides a useful insight 
into the Australian NGO community.90
 
 
                                                     
87  Australia, House of Representatives Standing Committee on Community Affairs, You have your Moments, A Report on 
Funding of Peak Health & Community Organisations, Australian Government Printer, February 1991. 
88  Non-government organisations. 
89  Mr Wilson, House of Representatives Hansard, 18 April 1991, at p.2907; Australia, Follow the Yellow Brick Road, The 
Final Report on an Efficiency Audit of the Australian Taxation Office; International Profit Sharing, AGPS, Canberra, 
March 1991 at pp.51-56. 
90  L. Zivetz, ed., Doing Good, The Australian NGO Community, Allen & Unwin, Sydney, 1991. 
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CONCLUSION 
 
The Inquiry is an opportunity for Australia to develop a coherent, consistent, socially and culturally 
appropriate model for its nonprofit and charitable sector for the 21st century.  Our comments on the 
Issues Paper indicate that we harbour many concerns about the Inquiry to date.  The first part of the 
paper illustrates deficiencies in the Issues Paper which erode its credibility.  The second part of this 
paper has canvassed a number of issues highlighted by the Issues Paper and identified others omitted 
by it.  Overall, we are left with questions about the intellectual framework guiding the Commission's 
Inquiry.  Specifically, we ask whether the Commission has one.  If it has, it is not clearly disclosed in 
the Issues Paper.  While this may appear to be a fairly obscure criticism to make, we believe that the 
omission of a coherent guiding framework will have serious and wide-ranging practical outcomes for 
the future of the nonprofit and charitable sector. 
 
The lack of any guiding intellectual framework gives no clear direction to those in the sector wishing 
to submit.  There is also no apparent criteria and method by which to assess and evaluate submissions. 
 This strategy might be conceived in a desire to allow respondents the maximum freedom to raise 
issues of importance to them and so direct the framework of the Commission.  We feel that the 
opposite will occur in the submissions of most of the key players.  Submissions will be very general, 
mostly restating the organisation's core values and principles.  The severe time limits on submissions 
and financial constraints of the sector will also contribute to this outcome.91
 
 
It will not be until the first draft report is produced by the Inquiry that an intellectual framework may 
be discerned with any clarity.  The one-month period for submissions on the draft report will not be at 
all adequate for `specifics' to be seriously addressed by the sector.  A more productive procedure may 
have been to develop a series of commissioned working papers together with the release of briefs to 
consultants engaged by the Inquiry.  This may well have permitted engagement by the sector on both 
core values, specifics and validity of the guiding intellectual framework.  The issue of importance is 
that the Inquiry's framework should be formed by mutually beneficial dialogue rather than imposed at 
a later stage of the Inquiry. 
                                                     
91  This is contrary to the Federal Government view `that the Industry Commission is satisfied that there should not be any 
significant cost to the charities for participating in the inquiry'.  Senator Cook, Current Senate Hansard, 16 March 1994 at 
p.1722. 
